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You can add Republican Congressman Spencer Bachus to the long and growing list of people who think Treasury
Secretary Tim Geithner favored Wall Street over Main Street during the financial crisis, FBN has learned.







At issue for Bachus, the ranking Republican of the House Financial Services Committee, is the government's bailout of
insurance giant American International Group (AIG), and how the government completely covered the claims of big firms
like Goldman Sachs (GS), but is allowing smaller, community and regional banks that are owed money to take far less
than the full amount of their claims.







Even more, what began as a war of words during a congressional hearing last year has now blown up as a nasty battle
between the two, with Bachus demanding hearings into the matter and more testimony from the Treasury secretary, FBN
has learned.







The AIG bailout cost the American taxpayer more than $180 billion, and is by far the largest single cash infusion into a
company during the financial crisis. Much of the money was spent on covering so-called credit default swaps held by
Wall Street firms like Goldman and foreign banks. (A credit default swap is essentially an insurance policy to cover losses
on holdings of debt.)
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Goldman, like the foreign banks, held billions of dollars of complex debt on its balance sheet, which would have
produced massive losses during the financial crisis if the government, led by Geithner, then the president of the New
York Fed, didn't agree to bailout AIG, which didn't have the cash to cover those claims.



Geithner believed that by saving AIG, the government saved the financial system from insolvency. Goldman and other
holders of credit default swaps were covered entirely for their investments in toxic mortgage debt at 100 cents on the
dollar.







But others, including Bachus, believe the government essentially gave the big Wall Street firms a sweet-heart deal by
making them completely whole. Moreover, the government is playing favorite; as many as 20 community and regional
banks are owed money from AIG, which is still 80 percent owned by the Federal Reserve as part of its bailout, but they
are being forced to accept far less than 100 cents on the dollar.







"Secretary Geithner has said that paying AIG's domestic and foreign counterparties 100 cents on the dollar was the 'right
thing to do,'" Bachus said in an interview. "If it's the right thing to do for the megabanks, it is the right thing to do for
community and regional banks."







A spokeswoman for Bachus said Democrat Barney Frank, chairman of the committee, is refusing to hold hearings.



"What they're saying to us is that we want to look forward not backward," said spokeswoman Marisol Garibay.
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Press officials for Frank and Geithner did not return calls for comment.







The Geithner-Bachus brouhaha is just the latest bit of controversy for the Treasury secretary. Over the past year, he has
made ill-timed statements that sent the markets reeling, and he has looked unsteady during congressional hearings
when explaining the bailout of the financial system, particularly big Wall Street firms like Goldman Sachs, which received
tens of billions of dollars in direct and indirect bailout money, while paying their executives huge bonuses.







The betting in Washington is that Geithner will probably leave the administration after the midterm elections, particularly if
the Republicans win the majority in the house or the senate.







Before he leaves, however, Bachus wants one more crack at Geithner; the two squared off in March of last year, when
Bachus was critical of Geithner for not forcing the big banks to take less than 100 cents on the dollar. Since then they
have exchanged several letters on the community bank vs. megabank issue.
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